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I. PROGRAM OVERVIEW

Texas is one of the 19 SCHIP programs in the nation that combines a separate state plan
with a Medicaid expansion. Branded the TexCare Partnership, the Medicaid component
extended coverage to children between the ages 15 and 18 in families with income below 100
percent of poverty,® while the separate program covers children under age 19 living in families
with incomes up to 200 percent of the federal poverty level. Asdetailed in Tables 1 and 2, Phase
| of the program—the Medicaid expansion—was implemented in July 1998, while Phase |1—the
TexCare Partnership—was approved by the then-Health Care Financing Administration on
November 8, 1999 and implemented in April 2000.

Although Texas separate program was launched roughly two years after the majority of
states had implemented their SCHIP initiatives, state officials used the extra time to carefully
plan and design a program drawing on extensive public input and building on the lessons learned
from other states. Described by state officials as “a program for Texans, designed by Texans,”
the TexCare Partnership incorporates many components common in private insurance, including
highly visible media and marketing materials, a ssimple enrollment process, service delivery
through managed systems of care, and cost sharing, in the form of premiums, copayments, and
deductibles. The program is administered by the Texas Health and Human Services Commission

(HHSC), which aso administers the Medicaid program.

'As of October 1, 2002, Texas program will become a “separate” state SCHIP program, as
opposed to a “combination” program, as the federal mandate for phasing in poverty-level Title
X1X coverage of children under age 19 born after September 30, 1983, will be complete. Thus,
Texas initial Title XXI plan to accelerate Medicaid coverage for children ages 15 to 19 living in
families with incomes below poverty will be subsumed within Title X1X.
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TABLE 1: SCHIP STATE PLAN AND AMENDMENTS

Dates
Document Submitted Approved  Effective  Description
Origina 4/1/98 6/15/98 7/1/98 As a “placeholder” plan, obtained federal matching funds
Submission for the expansion of Medicaid to children between the ages
of 15 and 18 in families with incomes below 100 percent
of the FPL, with all Medicaid policies to apply
Amendment 1  6/23/99 11/8/99 4/3/00 Applied for federal funds to implement a separate state
program for children up to 200 percent FPL up to the age
of 19

SoURCE: Centers for Medicare & Medicaid Services (CMS), Texas Title XXI Program Fact Sheet. CMS web site
http://www.hcfa.gov/init/chpfstx.htm

NOTES:  SCHIP=State Children’s Health Insurance Program. FPL=federal poverty level. NA=not applicable.

TABLE 2: MEDICAID AND SCHIP INCOME ELIGIBILITY STANDARDS?, EXPRESSED ASA
PERCENTAGE OF THE FEDERAL POVERTY LEVEL (FPL)

Age(inYears)
Upto1l 1-5 6-15 16-18
Medicaid standardsin effect 7/1/98 Up to 185% Up to 133% Up to 100% Up to 18%
SCHIP Medicaid expansion NA NA NA 18-100%
SCHIP separate child health program 185-200% 133-200% 100-200% 100-200%

SOURCES: Centers for Medicare & Medicaid Services (CMS), Texas Title XXI Program Fact Sheet. CMS web site
http://www.hcfa.gov/init/chpfstx.htm

NOTES:  SCHIP=State Children’s Health Insurance Program (Title XX1). NA=Not applicable.

#Income standards are net of deductions



By September 2001, just 17 months since the program’s start in April 2000, TexCare had
enrolled 432,745 children, exceeding the state€’'s self-imposed enrollment target of 428,000.
Credited for this success is the simple enrollment processes and effective outreach campaigns.
There are, however, current and impending problems regarding access to care.

This case study is based primarily on information gathered during avisit to Texas conducted
in June 2001 as part of the Congressionally-Mandated Evaluation of the State Children’s Health
Insurance Program. During the 5-day visit, 23 interviews were carried out with a broad range of
key informants at the state and local level, including state program administrators, Governor’'s
staff, state legidative staff, child advocates, managed care organizations, health care providers
and provider association representatives, local social services staff, and staff of various
community-based organizations involved in outreach and enrollment. (See Appendix A for a
complete list of key informants.) In addition to our interviews in the state capitol of Austin, we
gathered information about local implementation in three local areas—the urban cities of Dallas
and San Antonio, and the smaller town of Waco. Dallasis alarge city in the north/central part of
the state accounting for 5.7 percent of the state’s 208 million residents; 35 percent of the city’s
population is Hispanic. San Antonio isacity of similar size to Dallas |ocated in the south/central
portion of the state. Four hours from the border with Mexico, it has a very large Hispanic
popul ation—58 percent—many of whom are recent and/or undocumented immigrants. Finally,
Waco, located between Austin and Dallas, a mid-sized town of approximately 114,000,

represents 0.5 percent of the state’ s population, of which 24 percent are Hispanic.






[I. BACKGROUND AND HISTORY OF SCHIP POLICY AND POLICY
DEVELOPMENT

In June 1997, the Texas legidature, which meets biennially, adjourned for its customary
two-year break. Two months later, President Clinton signed into law the Balanced Budget Act
of 1997 which created SCHIP as Title XXI of the Social Security Act. Though Title XXI was a
prominent, bipartisan piece of legidation garnering considerable national attention, Governor
George W. Bush did not convene a specia session of the state legislature to address SCHIP.?
Rather, he instructed the state’s Medicaid agency—the Health and Human Services Commission
(HHSC)—to begin reviewing the state’s options and planning for adoption of SCHIP at a later
date. Consequently, two years would go by before the Texas legislature would meet to consider
SCHIP, during which time some 1.5 million children in the state remained uninsured.’

While an insurance expansion was significantly delayed, the two-year period was used to
great advantage and effect for development, advocacy and planning purposes. In the fall of
1997, HHSC formed an interagency task force to assess options for the design of the SCHIP
program. At the same time, concerned advocates and provider associations resurrected the
advocacy-based Maternal and Child Health Coalition, comprising providers, health plans,
community groups and advocacy organizations, and renamed it the CHIP Coalition as a vehicle
to advise and lobby the state legidlature. As a means of ensuring Texas access to the 1998
alotment of federal funds, HHSC submitted its initial state plan in the spring of that year

proposing to accelerate poverty-level Medicaid coverage for children between the ages of 15 and

Governors very rarely call special sessions of the legislature in Texas.

3Kaiser Family Foundation. State Health Facts Online. Distribution of Children 18 and
Under by Insurance Status, 1997-1999.



18. This amendment was described by state officias as a “placeholder,” that would alow the
state to continue planning the remainder of its more ambitious SCHIP initiative.

The interagency task force and CHIP Coalition had numerous program design decisions to
make, but the two-year gap between the passing of the federal law and the next session of the
state legislature placed the groups in a somewhat unique position. Namely, they had the
advantage of being able to observe how other states designed and implemented their SCHIP
programs, and could consider and evaluate factors that led to their successes and failures.
Furthermore, the two years gave the interagency task force and CHIP Coalition time to gather
extensive information and to create broad-based support for the initiative. Throughout this
“consultative’ process, the HHSC and the CHIP Coalition worked in partnership, attending each
others' meetings, seeking advice from one another, and planning joint forums. The success of
this partnership critically affected the development of the program. There was also considerable
public input, comprising both public hearings across the state and a series of 27 focus groups.
The HHSC utilized the Internet, too, most notably to ask for feedback on draft Requests for
Proposals for the outreach and health plan contracts. Through this process, the HHSC obtained
“thousands of free hours of consultation” from vendors, providers, and managed care
organizations hoping to contract with the state.

The deliberations of the groups were also affected by an important environmental factor—
the recent creation of the Texas Healthy Kids Corporation (THKC), a public/private partnership
modeled after Florida' s “Healthy Kids’ program. In short, the interagency work group and the
CHIP Coalition needed to consider the extent to which the program should serve as a base upon
which to build Texas SCHIP program. Overseen by the Texas Healthy Kids Corporation,
THKC was designed to supplement state funds with private financing to subsidize primary and

preventive care for children aged between two and 17 with incomes up to 185 percent of poverty.



Begun in 1996, the program had enrolled approximately 15,000 children whose parents paid
premiums of up to $20 per month for coverage. The program was perceived by some as a
successful private-public model; to others, however, it was viewed as deeply problematic, given
its small size, its unstable funding base, and the very limited scope of its benefits. To its
supporters, the Texas Healthy Kids Corporation appeared to be an ideal place to house SCHIP, a
private solution to a public problem. To its detractors, notably the advocates and health plans,
HHSC was viewed as a much stronger option given its years of experience running the much
larger Medicaid program and its greater public accountability. Despite the state's inclination
towards private options, the lack of capacity and limited track record of the Texas Healthy Kids
Corporation swayed decision-makers to give administrative responsibility to the larger, more
experienced HHSC.

By 1999, HHSC and the CHIP Coalition had prepared three alternative program designs to
present to the returning legislature: one would create a separate program in the model of private
insurance; the second would solely expand Medicaid; and the third would create a separate
Medicaid “lookalike.” Though there was support for a Medicaid expansion from many members
of the CHIP Coalition—some providers viewed it as administratively ssimpler, and advocacy
groups preferred its entitlement protections—strong resistance from Governor Bush and the
conservative legislature meant that, politically, the option was “dead on arrival.” According to
these politicians, there was much to detract from the Medicaid option in Texas. as an
entitlement, it represented budget uncertainty, especialy in the light of the structural dip in the
SCHIP allotment two years into the program. Medicaid was also a program perceived to be
burdened by “stigma’ associated with its complex application process and procedures. In
contrast, the separate option was seen as an opportunity to create a program with an application

process that was simple and straightforward, and one that was dissociated from the perception of



Medicaid as a “government handout” program, an association many feared would doom SCHIP
to faillure. A separate program aso had the strong attraction of a budget that could be controlled
by the state, and of a philosophy that complemented the “welfare reform” policies so popular in
Texas. After considering its options, the legislature endorsed the plan to pursue the separate
program in the model of private insurance, and HHSC was identified as the appropriate entity to
administer the program.

One of the most visible legislative debates was over where the upper income digibility
threshold for the program would be set. Governor Bush and the Republican-controlled Senate
supported 150 percent of poverty as a sensible opening €igibility level for SCHIP, one that
would limit the state’'s fiscal exposure while also minimizing the risk of “crowding out”
employer-sponsored health insurance. However, many members of the Democratic-controlled
House, as well asthe CHIP Coalition, advocated a broader eligibility expansion to 200 percent of
poverty. After heavy lobbying, 200 percent was written into the law, with the proviso that
“crowd out”—a source of considerable anxiety amongst many members—would be addressed by
the imposition of a 3-month waiting period during which children would have to be uninsured
before being permitted to enroll in SCHIP.

The next step for the HHSC was finalizing its SCHIP plan amendment for Phase |11 of the
program. Based on the extensive public input already gathered, and guided by its observations
of successful strategies in other states, the agency began to formulate the many critical
components of the program, including a multi-faceted marketing campaign, a community-based
outreach effort to help find and enroll harder-to-reach children, a simplified enrollment process,
a service delivery approach relying heavily on managed care organizations, and a cost sharing
structure that would emulate private insurance. At the urging of the CHIP Coadlition, the

pediatric community, and state agency experts in behavioral health and community advocates,



the program was also designed to cover a broad set of benefits, using the State Employee Health
Benefit Package as a base, but going beyond it to include an array of specialty and behavioral
health services of particular importance to children with special health care needs.

Texas SCHIP program—branded the TexCare Partnership—was finaly implemented in
April, 2000. The first enrollees began receiving care in May 2000, nearly three years after the
federal SCHIP law passed. By September 2001, however, Texas had exceeded its enrollment

target and become one of the three largest SCHIP programs in the nation.
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1. OUTREACH

A. POLICY DEVELOPMENT

In devising its outreach strategy for SCHIP, HHSC made extensive use of public input and
lessons learned from other states, a process that has continued throughout its evolution. As a
result, decisions were made to create a strong brand identity for the SCHIP outreach campaign—
the TexCare Partnership—and, similar to many other states, develop both a statewide marketing
campaign and various community-based components.

For the statewide campaign, marketing began with a broad “call to action,” a $2 million
advertising effort featuring branded outreach materials and a centralized toll-free hotline. The
objective was to establish a strong identity for the program and encourage families to call the
hotline to request information or an application form. Six months after enrollment into TexCare
began, the state revised its approach—consumer focus groups had made it clear that the public
wanted more, and more detailed, information from the advertising. The state’ s outreach budget
was quadrupled to $8 million and advertisements shifted away from their smple “call this
number” message to more specific information about the pricing and benefits of the TexCare
program.

Although the media campaign was implemented statewide, the size and diversity of Texas
clearly necessitated a complementary campaign of “foot soldiers’ at the local level. A budget of
$5 million—more than twice the amount for the initial statewide campaign—was allocated to
develop a network of grass roots coalitions at the community level to conduct further outreach
and to assist families with enrolling in the program. After an extensive procurement process,

contracts were let to 50 community-based organizations who were given the broad charge of
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developing locally-tailored campaigns, employing the state's TexCare Partnership outreach
materials, and referring families to the hotline number identified therein. After several
promising months, HHSC decided to also strengthen this component of the overall strategy,
increasing the CBOs budgets to $7.5 million and permitting CBOs to develop their own
outreach materials and hotlines to bolster those of the state.

It isworth noting that Texas outreach campaign was designed to be “generic,” with theaim
of enrolling children in whatever health insurance program they qualified for—be it SCHIP,
Medicaid, or THKC. The TexCare Partnership name was intended to be synonymous for all the
programs, and the application form makes it clear that children may be enrolled in SCHIP,
Medicaid, or THKC as aresult of filing an application. At the same time, officials were reluctant
to print “Medicaid” explicitly on the front of its printed outreach materials to avoid the
possibility that Medicaid “stigma’ might undermine the launch of SCHIP. It is also noteworthy
that health plans were not incorporated in the state’ s outreach strategy. Indeed, HHSC devel oped
explicit rules limiting the extent to which plans could market themselves under SCHIP, in part
because of existing restrictions on Medicaid health plan marketing and the need to ensure that
both federal and state Medicaid marketing restrictions were not violated when conducting

TexCare outreach.*

B. STATEWIDE/MEDIA EFFORTS
Branding and design have been of central importance in defining the message of the

outreach campaign in Texas. Yellow in color, featuring the smiling faces of children of different

“According to state officials, however, the process of developing marketing guidelines for
SCHIP health plans did create the opportunity for the state to relax some of the more stringent
state requirements it imposed on Medicaid plans, as they strove for consistency across the two
programs.
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ages, ethnicities, and health care needs, and dominated by the TexCare Partnership logo, the

design has been the unifying feature of the multiple visual aspects of the statewide campaign.

The central message across the components of the campaign has been “easy to apply, fits your

budget, choice of doctors, call the toll-free number now”. The individua components are

summarized below.

Radio and television advertisements. Television advertisements run every other week, at
times and during programs considered optimal according to market research. Initialy,
advertisements were designed to simply establish the identity of TexCare and let it be
known that there was a program of “affordable” heath insurance for children.
Subsequent generations of ads featured a traditional Hispanic rhyme, “Sana Sana,” used
commonly by mothers for soothing sick children. Since January 2001, advertisements
have become considerably more focused. On the advice of focus groups, ads now feature
“price points’ (ie, the exact cost of the program in premiums and copayments), details on
benefits coverage, and the “spoken words’ of parents who have had positive experiences
with the program. A more recent initiative involves the radio broadcasting of “children’s
health minutes,” which are a set of informative public services announcements on
TexCare, the importance of health insurance coverage, preventive care, and other
information on children’s health and safety.

Print media and materials:. HHSC has developed a full range of print materias that
match the design and incorporate the messages of the radio and TV spots. These
materials, which include billboards, posters, flyers, brochures and the like, are distributed
to a broad range of audiences, including CBOs, provider site and clinics, children’s
hospitals, and county agencies. Local departments of human services, for example, have
TexCare materials available in their lobbies for families seeking cash assistance, Food
Stamps, or Medicaid. The state Department of Motor Vehicles aso includes TexCare
flyersin its vehicle registration notices.

Toll-free hotline: The toll-free hotline advertised on the materials used in the statewide
campaign is administered by the HHSC's administrative services vendor Birch and
Davis. The hotline fields genera inquiries about SCHIP and the application process and
sends out application forms to families who request them. The telephone operators also
assist callers with completing the applications, a process dealt with in more detail in the
next section.

Telethons: Birch and Davis has also been used to organize and host “telethons,” which
are very visible events designed to raise the public’'s awareness of TexCare and to
generate calls to the outreach hotline. Broadcast on network affiliate stations in large
media markets such as San Antonio and Austin, they often feature local politicians and
celebrities, and have been very well received by the public, as evidenced by caller
volume to the hotline.

13



C. COMMUNITY-BASED EFFORTS

To complement its state-based media campaign, HHSC intended from the outset to
implement alarge community-based outreach effort. Whereas media publicity was seen as atool
for branding TexCare and raising the public’s awareness of the new program, more intensive
local level efforts were seen as critical for building trust in the program at a community level,
persuading families to apply for coverage, providing concrete assistance in completing
application forms, and for reaching “hard to reach” groups, including ethnic minorities, Hispanic
families, immigrant families and working poor families who might not have had prior experience
with public programs. From the start, very large numbers of CBOs expressed interest in
conducting SCHIP outreach. Because HHSC officias felt ill-equipped to judge the relative
strengths and abilities of local organizations across the large state, the agency implemented a
regional procurement process, using the government infrastructure in place in each of Texas
eight public health regions, to ensure that appropriate CBOs were identified. In each region, a
team was formed to organize and administer the local procurement process, and to review and
select winning proposals from among bidders.

The HHSC awarded contracts to 50 CBOs that included a broad range of groups, including
community action agencies, county health departments, hospital partnerships, heath provider
groups, faith-based charities, and other grassroots organizations. These groups were charged
with spreading the word about TexCare through locally-tailored strategies and were also asked to
help families in their communities complete the TexCare application. To extend their efforts as
far as possible, the CBOs have adopted a “train the trainer” model, providing training in SCHIP
and application assistance, but no funds, to many local organizations that could then be enlisted
in outreach and enrollment activities. Crucialy, too, CBOs aso received training and other

forms of support from the administrative services vendor, Birch and Davis, and had opportunities
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to work with the state’s marketing contractor, Sherry Matthews Advertising, to tailor campaigns
to local needs.

As a result of these partnerships, SCHIP has been institutionalized at the local community
level; literally hundreds of CBOs across Texas have became involved with local outreach and
application assistance, with the function efficiently managed through a relatively small number
of regiona contracts. The specific outreach strategies that CBOs have employed vary
considerably, tailored as they are to their loca communities. Broadly, however, we learned of

five commonly used approaches:

* Local hotline: Usually funded and administered by the contracted CBO, local hotlines
link families to CBO staff who can answer about SCHIP, in genera, and receive
assistance with the application process, more specifically.

* Broad community-wide education: CBOs have sought to raise awareness of the program
by giving presentations, distributing outreach materials, broadcasting on the local media,
placing posters in community settings, and printing announcements in community
bulletins and newspapers.

* Forging partnerships with other organizations. CBO contractors have partnered with
organizations such as hospitals, clinics, churches, landlords, schools, charitable
organizations and employers on promotional activities such as staffing outreach at health
clinics and WIC sites, working with schools to identify uninsured children and
distributing flyers to participants in the school lunch program, and collaborating with
community centers that organize ethnic-specific community events.

e Inreach: Each CBO and its codlition partners naturally come in contact with families
with uninsured children in the course of their daily business. Inreach is promoted so that
local staff will continuously promote TexCare to their clients, aong with whatever else
the organizations provide to client families. Furthermore, inreach was also described as
CBOs ensuring that their own staff have health insurance for their children.

Some examples of the types of coalitions formed by outreach contractors, and the

strategies they use, are detailed below.
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Children’s Medical Center (CMC), Dallas. The Children’s Medical Center in Dallas has
the highest-volume pediatric ER in the nation, and treats many uninsured children. It
made sense, therefore, for the center to get involved with outreach for TexCare given that
it could both provide a valuable new source of revenue and reduce pressure on the ER by
providing children with a “medical home.” Thus, though CMC was not awarded the
outreach contract for Dallas—it went to the Community Council of Greater Dallas
(CCGD), atraditiona social services agency—it has worked closely with CCGD as part
of the Dalas CHIP Coadlition and has helped spearhead local outreach and training
efforts. In October 2000, CMC did receive funding from a local foundation to employ
outreach workers in five Dallas zip codes known for their low SCHIP enrollment rates.
Reasoning that their time would best be spent in schools, the newly employed outreach
workers approached school principals and/or nurses for permission to conduct outreach.
They then adopted a variety of techniques to educate parents about SCHIP, such as
sending fliers to parents, attending PTA meetings and parent-teacher conferences, and
arranging enrollment contests, awarding a pizza party, for example, to the class that
enrolled the greatest number of children into TexCare. In addition to their work in
schools, outreach workers spend approximately one day each week a the CMC
emergency room, and another day working in other community settings such as churches.

McLennan County Youth Collaboration/Communities In Schools (MCYC/CIS), Waco:
MCYCICIS is a community-based organization dedicated to connecting community
resources with young people in school. By 1998, the organization was aready active in
Medicaid outreach to children; the large numbers of local children not enrolled in
Medicaid had spurred them to action. Drawing on local partners, including two local
hospitals, clinics, the Public Health District, and two local businesses, MCYC/CIS
developed a children’s health campaign to get children into Medicaid. This placed the
group in an ideal position to bid successfully for the SCHIP outreach contract. On
receiving the TexCare contract, MCY C/CIS continued and further enhanced its outreach
work, again focusing on reaching and enrolling the school population. They developed
and used their own outreach materials to inform high school students about SCHIP, and
for younger children, they worked closely with Head Start. The collaboration also carried
out a variety of other outreach activities. In the summer and fall of 2000, for example,
they created locally-produced radio advertising with the financia support of businesses
and radio stations. They have also worked extensively with local businesses and the City
of Waco to educate |ow-wage employees otherwise faced with steep insurance bills.

Lawyer’s Committee for Civil Rights, San Antonio: San Antonio has a very high
proportion of both documented and undocumented immigrants. Reasoning that
immigrant-related barriers to health insurance might be prevalent in such a community,
HHSC gave a grant to the Lawyer’s Committee for Civil Rights, a legal-defense CBO
that focuses on immigrant’s rights, for the sole purpose of reaching out to and educating
immigrants about SCHIP and Medicaid. Outreach workers at the Lawyer’s Committee—
al of whom are Hispanic—have worked hard to build trust in the community by
identifying and becoming involved with community members, and then offering services,
in the form of educational classes and materials, on topics such as “public charge,”
citizenship application, and government health programs, in the hopes of encouraging
parents to apply for TexCare on behalf of their children.

16



D. EXPERIENCESAND LESSONSLEARNED

According to most key informants we interviewed, as the statewide campaign has become
refined and better funded over time, it has also become considerably more effective. Unlike the
basic message of the early media campaign, viewed widely as inadequate and unfocused, the
greater specificity of recent advertisements is percelved as being more effective in attracting
applicants. The inclusion of “price points’ was identified as an especially important feature of
the new effort. The provision of information about public charge and other issues relevant to
immigrants, however, is still described as “insufficient.” For the most part, other shortfalsin the
first phase of outreach have also been rectified. CBOs reported that they were initially not
provided with sufficient amounts of state outreach materials, and did not like the fact that they
were prohibited from including a local hotline number on their own literature. Now, they have
access to more and “better” state materials, and are allowed to advertise their own hotline
number. Similarly, the centralized hotline run by Birch and Davis, once slow in answering calls
and disorganized in mailing requested application forms, has also improved as a result of
increased staffing levels, as well as a more aggressive commitment to customer service, as
enforced by state officials.

State administrators, the Governor’s and legidative staff, and advocates all agree that CBOs
have been an essential and effective component of outreach for SCHIP. Still, most CBO
contractors reported that they did not receive nearly the amount of financing they requested from
the HHSC, and other members of CBO coalitions voiced frustration that the “train the trainer”
model resulted in all contract monies remaining in the hands of the main CBO contractors. In
the face of these problems, CBOs were still widely praised for their effective performance and

their successin:
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» Building large coalitions of diverse organizations, thus generating energy at the local
level;

» Designing locally-customized outreach strategies;
e Building trust in local communities through personal contact; and

* Administering local hotlines.

In particular, CBOs were praised for their ability to design and test aternative strategies to
see what works and what does not. In doing so, they have encountered both success and
unexpected challenges; certain partners they have sought out in the community have sometimes
proved the lynchpin of their success, while others have proved a source of frustration. In San
Antonio, for example, church-based outreach was described as the most successful component of
the local outreach campaign, owing to the generous support from the clergy and the strong trust
that many immigrants place in their institutions of faith. Outreach workers in Waco, on the other
hand, described churches as “difficult places to get into,” and instead found schools to be more
open to outreach. Dallas enrollers, on the other hand, noted that the response they received from
schools was “very mixed,” with some very willing to take part in the effort and others “too busy”
or “not interested.”

The response of families to TexCare outreach has also reflected the challenges faced by
outreach efforts. Some parents, it appears, need to have a great deal of exposure to the program
before they express an interest. In Dallas, for example, three-quarters of the parents approached
by an outreach worker in an area with low SCHIP enrollment rates expressed a lack of interest.
Mass mailings to parents, as well, tended to €licit a very low response—1 to 3 percent—in both
Dalas and San Antonio. Explaining this apparent lack of interest is difficult, but often, it
appears to be related to immigration issues, and an educational gap about the nature of health

insurance.
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Immigration issues are till a dominant barrier in Texas, despite clarification by the
Immigration and Naturalization Service (INS) of the fact that an individual does not become a
“public charge’ by enrolling in SCHIP or Medicaid. Although dropping the requirement that
applicants supply socia security numbers as part of the SCHIP application was reported to have
alayed some fears, al our key informants cited public charge-related concerns as an ongoing
barrier to SCHIP. The situation was most talked about in San Antonio, with its large numbers of
both documented and undocumented immigrants, where key informants described how difficult
it can be to even find, much less gain the trust of, immigrant families. Fears of the INS and
deportation were very rea for parents, even if their children were citizens or lega residents.
According to one local outreach worker, significantly more resources need to be targeted to
reaching immigrant families and publicizing the INS clarification.

Parents not fully comprehending the need for health insurance was another reported barrier,
most particularly in communities used to accessing health care in emergency rooms, and among
parents whose children are rarely ill. In contrast, in the largely Mexican-immigrant population in
San Antonio, the understanding gap was more associated with the “strange” notion that every
American did not automatically receive free health care.

Overcoming these barriers has proved challenging, but extensive and sustained outreach
seems to be making a difference. As one outreach worker in Dallas reported, “...parents need to
hear a message seven times before it will sink in. They need to hear about SCHIP on theradioin
the morning, then see the “SCHIP lady” in the yellow T-shirt at school, and then be contacted by
a CBO, before they’ll actually sit down and fill out an application.” Building trust through
personal contact was the other principal factor that seemingly encourages parents to apply for

their child(ren).
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To avoid the potential for marketing abuses by health plans, HHSC officials decided not to
include them in their outreach strategy. Thus, athough the plans occasionally fund and produce
their own billboards and media advertising, they are essentialy prohibited from actively
marketing TexCare. Expressing envy of the model used in New Y ork State where managed care
organizations directly market the Child Health Plus program and provide application assistance
to potentia enrollees, health plan officials we interviewed commented that HHSC is “missing a
real opportunity to take advantage of our knowledge of the market place,” and also the
opportunity to educate newly insured families regarding how to seek care in a managed care
system. State officials maintain, however, that they have strived to balance their desire to
involve plans in outreach, while also protecting consumers from marketing excesses that can

arise in ahighly competitive health plan market.
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IV. ENROLLMENT AND RETENTION

A. POLICY DEVELOPMENT

During the two-year planning phase of SCHIP in Texas, HHSC spent a great deal of time
considering options for asimplified enrollment process.> Observing the successes and failures of
other states, they first set out to design a simple, family-friendly application form, a priority
supported by the CHIP Coadlition. After severa drafts, each vetted by focus groups, a form was
produced that could be used to determine eligibility for TexCare, and, if inéligible, for Medicaid.
The form is two pages long and is printed in both English and Spanish. Clear “rights and
responsibilities’ language accompanies the form’ sinstructions.

Although the form was designed to be ssimple, HHSC officials felt it important to be able to
provide families with assistance in its completion when needed. Two primary strategies were
thus implemented to further facilitate the application process. at the state level, applicants can
call the toll-free hotline and receive help from staff at Birch and Davis; at the local level,
applicants can receive hands-on assistance in completing the form from any of the 50
community-based outreach contractors, or the staff of their coalition networks, charged with
providing application assistance.

Another measure intended to simplify the process was allowing applicants to mail in
applications, thus eliminating the need for a face-to-face interview with eligibility staff.
Reasoning, too, that creating a “single point of entry” was the most efficient way to handle the

expected high volume of applications, review them for digibility, and triage them between

>See Tables 3 and 4 for specific SCHIP and Medicaid ligibility policies.
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TABLE 3: SCHIP AND MEDICAID ELIGIBILITY POLICIES

Policy SCHIP Medicaid®

Retroactive eligibility No Y es, 90 days from first day of month
of application

Presumptive digibility No No

Continuous eligibility Yes Y es, 6 months

Asset test No Yes

U.S. citizenship requirement Yes, or qualified alien Yes, or qualified alien

SoURCE: Centers for Medicare & Medicaid Services (CMS), Framework For Sate Evaluation Of Children's
Health Insurance Plans Under Title XXI of the Social Security Act, 1999: Texas. March 2000 website;
http://www.hcfa.gov/init/txeval 98.pdf

NOTE: SCHIP=State Children’s Health Insurance Program (Title X XI1).

4Children’s coverage groups.

TABLE 4: APPLICATION AND REDETERMINATION FORM S, REQUIREMENTSAND PROCEDURES

Characteristic SCHIP Medicaid®
APPLICATION

Form

Joint form Yes Yes

Length 2 pages, front and back 2 pages, front and back °

Languages 2 (English and Spanish) 2 (English and Spanish)

Verification Requirements

Age No Yes

Income Yes Yes

Deductions Yes Yes

Assets No Yes

State residency No Yes

Immigration status Yes Yes

Social security number No Yes

Enrollment Procedures

Mail-in application Yes No
Phone application Yes No
Internet application Yes’ No
Hotline Yes Yes
Outstationing No Yes
Community-based enroll ment Yes Yes
REDETERMINATION
Same form as application No Yes
Pre-printed form Yes No
Mail-in redetermination Yes No
Income verification required No, unless has changed Yes
Other verification required Yes, if any changes Yes
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TABLE 4 (continued)

SOURCE: Donna Cohen Ross and Laura Cox, Making it Smple: CHIP Income Eligibility Guidelines and
Enrollment procedures: Findings from a 50-State Survey. Kaiser Commission on Medicaid and the
Uninsured, October 2000; Centers for Medicare and Medicaid Services (CMS), Framework For Sate
Evaluation Of Children’s Health Insurance Plans Under Title XXI of the Social Security Act, 1999:
Texas. March 2000 website: http://www .hcfa.gov/init/txeval 98.pdf.

NOTE: SCHIP=State Children’s Health Insurance Program (Title XX1). NA=Not applicable.
4Children’ s programs. Since changed as a result of simplification legislation.
®Full length Medicaid application is 8 pageslong

‘Asof July 1, 2001.

TexCare and Medicaid according to “screen and enroll” rules, HHSC contracted with Birch and
Davisto perform as the single-point-of-entry administrator. Most recently, HHSC has tested and
implemented a new online application form, called “EZ-App,” which provides interactive
assistance for parents as they complete an application form on a computer screen.®

For monitoring efficiency, HHSC implemented an application tracking system which
assigns a number to every application so that it can be traced through the system, from the point
of application to enroliment. This system troubleshoots if, for example, an application is “lost”
in the system. In addition, the system permits the state to measure the productivity of every
CBO involved with application assistance.

While the SCHIP application was designed to be simple and efficient, applying for Medicaid
viathe DHS remained burdensome in Texas. Unlike SCHIP, the process required a face-to-face
interview between applicants and local socia services staff, included an assets test, and required
both child support and income documentation from absent parents. With the contrast sharply

apparent and the successes of SCHIP as a backdrop, during the 2001 legislative session,

®The EZ-App system will not permit parents to actually submit their applications via the
Internet. Rather, since a signature is required, parents can complete the form on line, print out a
hard copy, and then mail in the signed document.
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advocates and other members of the Coalition lobbied hard for Medicaid simplification, with the
goal of aligning the policies and procedures of the two programs. In June 2001, a Medicaid
simplification bill (SB 43) was signed into law by Governor Perry, achieving many, though not

all, of the alignments that advocates sought (described below).

B. ENROLLMENT PROCESS

Simplifying the enrollment process for TexCare—nbuilt around the simplified form, mail-in
process, local-level application assistance, and centralized processing—created the clearest
pathway to coverage under SCHIP. However, families may also gain access to the program
through more traditional means, namely by applying for Medicaid at a local DHS agency and
then being “deemed” SCHIP-eligible (if family income is too high for Title X1X) and having
their paperwork referred to the single-point-of-entry contractor. The typical steps a family
compl etes through each of these avenues are delineated below.

Applying for SCHIP via the mail-in application and/or with the help of an application
assistor. Utilized by roughly 75 percent of SCHIP enrollees, the mail-in application process

proceeds as follows:

» Parents can either obtain an application form by calling Birch and Davis, or contacting
their local CBO or DHS office. Alternatively, they may be approached with aform by an
outreach worker in a setting such as a hospital or community center. If interested in
making an application on behalf of their child(ren), parents can complete the form on
their own and mail it in. Alternatively they can receive assistance from any of several
sources. At the local level, parents can set up an appointment with an outreach worker
either in their home, at the worker’s office, or a neutral site. During the appointment the
worker takes the parent through the form, step by step, and identifies the various items
that must be submitted to verify information on the application. If a parent has all
required documents, the worker mails the form in to Birch and Davis on behalf of the
applicant. Otherwise, the parent will take the form away to complete and mail in on their
own, equipped with a list of the verification items they need to collect, and may seek
further assistance from the outreach worker if necessary. A second option is to receive
assistance from Birch and Davis staff over the phone. Parents can call the vendor’'s
helpline and ask for advice on filling out the form or, as was originally intended, helpline
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staff can actually take the application over the phone (with the parent relaying necessary
details) and send it to the parent with arequest to sign and return it with documentation.

Once mailed, the application is then processed by Birch and Davis and, using an
automated computer system, the child is determined eligible for either TexCare or
Medicaid.

If the child is determined eligible for TexCare, Birch and Davis send the family an
“enrollment packet” containing provider directories, instructions, and forms for selecting
a health plan (which is mandatory) and a primary care provider (which is not mandatory).
Parents also can complete a child health status screening form which permits them to
identify if their child has specia health care needs. CBOs, hedth plans and Birch and
Davis are not alowed to assist families with health plan selection; if a parent requires
logistical assistance with the enrollment packet, they must direct their request to Birch
and Davis. Parents must return enrollment forms to Birch and Davis within 45 days of
receipt, and forward the first month’s premium in a separate envelope to the banking
facility (Bank One). Upon receipt, Birch and Davis forward the enrollment information to
the selected health plan, which then contacts the parents and provides a welcome packet
and card for the child and, if necessary, assists with the choice of a PCP.

If the child appears to be digible for Medicaid, the parent is sent a series of three
guestions to determine whether their assets exceed those permitted by Medicaid.
Specificaly, they are asked:

In the last six months, have you been denied eligibility for Medicaid because
you have excess assets?

Do you have two or more cars, trucks, or other vehicles worth more than
$6,650 each?

Does anyone in your household have more than $2,000 in bank accounts, cash
on hand, or anywhere else?

If the parent confirms that one or more of these statements is correct, their child is judged
ineligible for Medicaid and is placed into TexCare (and the enrollment process continues
as detailed above). If the parent answers“no” to all three questions, their child is deemed
Medicaid eligible and Birch and Davis forward the child's application to the local DHS
office in the family’s local community. Thisinformation is sent electronically, within 24
hours, and a hard copy “back up” of the completed application is also sent by Federa
Express within three days. If DHS agrees with Birch and Davis determination, they
contact the parent to arrange a face-to-face interview. If the parent does not respond to
this request, the child's application is voided at the end of the month. In the case that
DHS disagrees with the eligibility determination—most likely because of a different
interpretation of countable income—the child (and hig’her application) is “deemed back”
to Birch and Davis for are-assessment.
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Applying via DHS. Under this scenario, the method used by roughly 25 percent of SCHIP

enrollees to date, the application process proceeds as follows:

A parent can either walk into or call a county DHS office and inquire about applying for
Medicaid or SCHIP. Conversely, a parent may encounter an outstationed DHS worker at
a hospital or federally-qualified health center and discuss the process for applying for
coverage. If the parent isinterested in applying for TexCare, DHS staff will refer them to
the Birch and Davis hotline or to an application assistance worker in their community.
(Sometimes, these workers are housed in the same sites as DHS staff, most often in the
case of a large clinic or hospital setting). If the parent is interested in applying for
Medicaid for either their child or their whole family, they will be asked to complete the
full Medicaid application form (state regulations prohibit DHS staff from using the
TexCare application form in the DHS office) during a face-to-face interview with DHS
staff. According to state and local DHS staff we interviewed, families are encouraged to
apply for al the public assistance programs for which they may be eligible, often
including cash assistance and/or Food Stamps. This process requires the families to
complete a much longer set of application forms and submit a larger number of
documents to comply with documentation rules of these programs. If, at the end of this
process, the child is found to be Medicaid eligible they are enrolled. If they are found to
be SCHIP €ligible, however, their application information is forwarded electronically to
Birch and Davis, who then follows up by sending them the enrollment packet (discussed
above). Importantly, no further action is required of the family; Birch and Davis accept
the eligibility determination decisions of DHS and automatically enroll referred children
into TexCare.

C. REDETERMINATION PROCESS

Every child enrolled in SCHIP must have their digibility redetermined every 12 months.

Conversaly, for Medicaid enrollees, this process must take place every six months. For each

program, eigibility redetermination proceeds as described below:

Under TexCare, digibility redetermination is referred to as “renewal.” In the 10th month
of a child’'s éigibility period, parents are sent a pre-printed renewal form containing the
information submitted with their origina application. If the parent chooses to re-enrall
their child they must sign and return the form, ssmply indicating where any information
or circumstances have changed over the previous months. If family income has
increased, for example, parents must submit new pay stubs and return these, along with
the signed form, to Birch and Davis. Families are also required to submit enrollment fees
or premiums within the first 2 months of the next coverage period. To encourage parent
to renew digibility, Birch and Davis send both the health plans and outreach contractors
a list of children approaching their redetermination date. This list enables heath plans
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and CBOs to contact parents, discuss the importance of ongoing coverage for their
children, and assist them, if needed, with the renewal application. If families do not
respond to Birch and Davis' notice, they are sent a second renewal form in the 11" month
of their child's coverage, and if the form is not returned within 90 days, the child is
considered not to have reapplied.

* The redetermination process for Medicaid takes quite a different form. First, as stated
above, digibility must be redetermined every 6 months. Two months before enrollment
expires, parents are sent an appointment letter identifying a date and time when they are
to appear at the county DHS office, as well as a blank Medicaid application form. The
parent must complete the form and a face-to-face interview at a loca DHS office, and
resubmit verification of income and any other items that have changed. Parents may
reschedule their appointments with DHS if the time provided is inconvenient. However,
if the parent does not respond to the request for redetermination, no additional reminders
are sent, and coverage for their child is terminated at the end of the eligibility period.

D. EXPERIENCESAND LESSONSLEARNED

The HHSC set itself a target of enrolling 428,000 children by September 2001, 18 months
after the start of TexCare. At the time of our site visit, 14 months after the program was
launched, just over 370,000 children had been enrolled. As detailed in Table 5, by September
2001, the state had enrolled just over 432,000 children, alittle over their target.” “A juggernaut”
was the term used to describe this dramatic rate of enrollment in Texas—in just over one year,
the number of children enrolled in SCHIP totaled nearly 30 percent of the total child enrollment
in the Medicaid program,® and SCHIP coverage was estimated to have been extended to nearly

one-third of uninsured children in the state.’” Now a source of great pride and satisfaction among

those involved in its implementation, TexCare's success was widely attributed to effective

"As of 09/04/01, current enrollment coupled with children whose applications have been
found eligible but are not yet enrolled in a health plan is 525,436

8According to the Kaiser Family Foundation, Texas enrolled 1,565,407 children in its
Medicaid program in FY 1998.

®According to the Kaiser Family Foundation, there were 1,521,880 uninsured children in
Texasin 1999.
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TABLE 5: ENROLLMENT TRENDS

Enrollment Measure 1998 1999 2000 Sep 2001°
Number ever enrolled in

federal fiscal year (FFY) - 50,878 130,519 -
Number enrolled at year

end (point in time) 34,826 28,490° 200,716 432,745

Percent changein
point-in-time enrollment - -17%" +644% +105%

SOURCE:  Vernon K. Smith, CHIP Program Enrollment: June 2000. Kaiser Commission on Medicaid and the
Uninsured, January 2001; Vernon K. Smith, CHIP Program Enrollment: December 2000. Kaiser
Commission on Medicaid and the Uninsured, September 2001; Centers for Medicare & Medicaid
Services (CMS), Sate Children’s Health Insurance Program (SCHIP) Aggregate Enrollment Statistics
for the 50 Sates and the District of Columbia for Federal Fiscal Years (FFY) 2000 and 1999 website:
http://www.hcfa.gov/init/fy99-00.pdf; Texas Department of Health Services. Cumulative DHS CHIP
Satus Report (Updated Weekly): CHIP Enrollment and Referrals, September 04, 2001. TexCare
Partnership website http://www.hhsc.state.tx.us/chip/DHSrpt.pdf

M ost recent enrollment data available.

®The decline from 1998 to 1999 is a reflection of the fact that the Medicaid expansion acceleration population under
Title XX1 (Phase | of SCHIP) is declining under the terms of the mandated expansion.

outreach, a simple application process, efficient and responsive staff and management at the state
level, and widespread political, media and community-based support.

The simple application form and availability of assistance at the local level were cited
widely as having encouraged families to enroll their children into the program. Notably,
documentation requirements are generally viewed as “fair.” Personal contact and support from
CBO staff were perceived as critical in ensuring that families completed their applications,
though it was reported that there is in fact considerable variation between CBOs in their success
in submitting fully completed applications. Indeed, the vendor reported that roughly 35 percent
of al the forms they receive are incomplete, largely because the signature is omitted, questions
regarding current health insurance coverage are left unanswered, or documentation of income is
missing. The commitment of loca CBOs to solving problems has, however, resulted in

sustained improvement. In addition, the data tracking systems put in place by the HHSC can
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identify CBOs that are responsible for a disproportionate share of incomplete forms and permit
corrective action to be taken. Another tool that is helping to improve the rate of “complete”
applications is the EZ-App, rolled out in July 2001, which allows applicants to complete the
form online and provides assistance at every step. The system is designed such that applicants
cannot proceed to the next screen on the form until each question is answered correctly and
completely.

Perceptions of the efficiency of Birch and Davis vary. Although the single point of entry
system they manage appears to be operating relatively well now, there were a few months early
on during which it was reported that they were unable to handle the application volume. Even at
the time of the site visit, a far lower proportion of forms was filled out by phone operators than
was originally envisioned, due in part to hotline staff having insufficient time. (Insufficient time
on behalf of applicants was also cited as contributing to the low proportion of applications
completed by phone.)

The “screen and enroll” procedures implemented by Birch and Davis have, in one sense,
been very successful. Sharing information and “images’ of applications electronically with local
DHS offices has proven an effective way to quickly refer children from TexCare to Medicaid.
However, the large differences between SCHIP and Medicaid digibility rules has severely
undermined the ability of the system to smoothly refer children from one program to the other.
We learned, for example, that about 12 percent of the children referred by Birch and Davis to
DHS are “deemed back” to the vendor due to alternative interpretations of household
composition or family income. Not surprisingly, this outcome was described as “very frustrating
and confusing” for families.

A second problem with “screen and enroll” grows from apparently high number of children

whose parents do not follow up on their referrals to Medicaid—HHSC data indicate that 59

29



percent of referrals are denied Medicaid digibility for procedura reasons, such as failing to
make their appointment or failing to provide necessary information and documentation.”® In all,
less than 25 percent of those children referred to DHS enroll in Medicaid. The problem of
“Medicaid stigma’ was described as “huge” and “deeply entrenched,” and we heard reports of
families feeling “intimidated by local DHS offices,” and of being “treated rudely” and subjected
to “long wait times.” According to community-based enrollers, these factors often result in
families simply refusing to apply for Medicaid.

The dramatic disconnects between SCHIP and Medicaid eligibility rules, coupled with the
apparent adverse effects of consumer stigma, helped build support for the passage of a far-
reaching Medicaid simplification bill. Proposed by a Democratic Senator and backed by the
CHIP Coalition, the bill passed in June 2001 and applied to Medicaid many of the same policies
that appeared to have made TexCare enrollment such a success, including a simpler application
form, eliminating the requirement for a face-to-face with DHS staff at initial enrollment, reduced
income verification requirements, continuous eligibility extended from six to 12 months, and no
face-to-face interview at redetermination (on the condition that the child is up-to-date with
his’lher immunization and well-child schedules). The original bill had also caled for an
elimination of the assets test; this measure was not passed, however families will be permitted to
self declare their assets information. Interestingly, support for elimination of the assets test
waned when it became known that fully one-third of the children who have been enrolled in

TexCare were found eligible for Medicaid on the basis of their income, yet were denied

19104 are denied because they are ineligible for income, and yet not eligible for SCHIP, 12%
are deemed back to SCHIP and 4% are aready enrolled in Medicaid. Figures as of September 4,
2001. Texas Department of Health Services. Cumulative DHS CHIP Status Report (Updated
Weekly): CHIP Enrollment and Referrals, September 5, 2001.
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digibility for the program due to excess assets. Therefore, eliminating the assets test would have
required Texas to face the task of transferring potentialy tens of thousands of children from
TexCare to Medicaid, a step that surely would have met severe resistance from families. From a
fiscal standpoint, legislators also did not relish the prospect of losing the enhanced federal
matching dollars for these children if their coverage was switched to Medicaid. Therefore, even
child advocates admit some comfort with the fact that the assets test was not eliminated, for it
permitted children to remain in the preferred SCHIP program.

Assets test issues notwithstanding, key informants were grateful for and “excited” by the
prospect of Medicaid simplification, and stunned by the support that was lodged for the $123
million bill. Passage of the bill promises to eliminate many of the procedures that helped
engender families' negative opinions of the program, and implementation is seen as a big step
toward reinventing Medicaid and, hopefully, achieving much better rates of enrollment within
the program. As one advocate put it, “ Things will be better both for us and our clients.”

Retention in Texas is not currently perceived as problematic, although state officials had had
minimal experience with the process at the time of our interviews, which occurred only shortly
after the first anniversary of the program, and admitted that the program was too young to reach
any firm conclusions. Initial renewal figures are encouraging, however: state officials report
that 85 percent of children were reported to have completed the renewa process and, of these,
only 11 percent were being found ineligible (most often because children have “aged out” of the
program, been found to have incomes in the Medicaid-eligible range, or have obtained private
insurance). According to community-based enrollers, the pre-printed renewa application,

coupled with the mail-in process, is simple and, so far, popular with families.
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V. CROWD OUT

A. POLICY DEVELOPMENT

The prospect that SCHIP might stimulate “crowd out,” or the substitution of public for
private coverage, was a prominent concern during the design phase of the TexCare Partnership
for Children. The complex and nuanced debate involved fiscal conservatives, free-
market/minimal-government advocates, moderates, and liberals, with opposing forces not drawn
cleanly along party lines. In simple terms, conservatives argued that the potential for substitution
would increase the higher the state moved its upper income eligibility threshold, and this
rationale was used, in part, to defend the Governor's proposal that Texas SCHIP income
threshold should be at 150 percent of poverty. Liberals, on the other hand, felt strongly that the
state’s income level should be higher—200 percent—but recognized that agreeing to a waiting
period to deter crowd out might be a reasonable trade-off. In the end, a deal was struck—Texas
expanded eligibility to 200 percent of poverty and a 3-month waiting period was imposed.

In fact, most participants in the SCHIP development process, including many of the
informants we spoke with who were members of the CHIP Coalition, did not believe that much
potential for crowd out existed in Texas. Texans have lower rates of employer-sponsored health
insurance coverage than average Americans. Only 57.6 percent of children in Texas have
employer-sponsored coverage, compared to 66.7 percent of children in the United States.™

Among adults, the same disparity exists, with only 65.1 percent of adults having employer-

K enney, Genevieve, Lisa Dubay, and Jennifer Haley. 2000. "Hedlth Insurance, Access,
and Health Status of Children,” Shapshots of America’s Families 11: A View of the Nation and 13
Sates from the National Survey of America’s Families. Washington, D.C.: Urban Institute.
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sponsored coverage in Texas compared to 72.3 percent in the United States.*? What coverage
does exist among lower-income working families was described as often being very expensive
and/or limited in scope. Redlizing this, Texas incorporated numerous “exceptions’ to the 3-

month waiting period, which are discussed in more detail below.

B. POLICIESAND PROGRAM CHARACTERISTICS

The primary strategy employed by Texas to deter crowd out under SCHIP is a 3-month
waiting period during which children must be uninsured prior to enrolling in the program. To
determine insurance status at the time of application and to explore whether a child qualifies for
any of the available exceptions to the waiting period, the TexCare application first asks. Does
(the) child currently have health insurance or Medicaid? Following this, the form inquires
whether the child may have had, but dropped, health insurance in the previous 90 days and
permits parents to indicate one or more reasons why this insurance was dropped, including:
parent’s job ended; loss of Medicaid eligibility; change in parents marital status; and parent’s
COBRA coverage ended. Anyone indicating that insurance was ended for any of these reasons
is excused from the waiting period, based on the rationale that termination of coverage was not
an active choice, but rather aresult of a circumstances beyond the applicant’s control. (Such “no
fault” exceptions are very common among SCHIP programs nationally.™)

What is less commonly seen among states, however, is Texas policy to exempt from the

waiting period insured children whose parents are judged to be paying too much for existing

2Zuckerman, Stephen, Jennifer Haley, and John Holahan. 2000. "Health Insurance,
Access, and Health Status of Adults,” Shapshots of America’s Families Il: A View of the Nation
and 13 States from the National Survey of America’s Families. Washington, D.C.: Urban
Institute.

3. Westpfahl Lutzky and lan Hill, 2001. Has the Jury Reached a Verdict? Sates Early
Experiences with Crowd Out Under SCHIP. Washington, DC: The Urban Institute, June 2001.



health coverage. Specifically, Texas included an exception for insured children whose parents
are paying premiums and other cost sharing amounting to more than ten percent of total family
income. According to HHSC officials, this policy was designed to address one of the problems
of “underinsurance,”** and the inequitable circumstance that can arise when a family purchased
expensive insurance for their child prior to SCHIP, only to find themselves excluded from the

broader and less expensive SCHIP program after the program was created.

C. EXPERIENCESAND LESSONSLEARNED

Most informants interviewed for this study expressed the belief that consumer-based crowd
out was not occurring under TexCare. For example, community-based enrollers in Dalas
estimated that only “1 in 30 applicants’ have any form of insurance when they apply, while those
in Waco reported that, at most, this figure was “1 in 10.” Furthermore, community-based
enrollment staff in al the communities we visited consistently reported that they actively
discouraged families with insured children from dropping that coverage in order to sign up for
SCHIP, citing the potential risk that families might lose al coverage for their children if they did
not qualify for SCHIP. State data appear to confirm that low-levels of potential for crowd out
exist—a survey of new enrollees conducted during the early stage of program implementation
found that only about 4 percent of applications were denied because children already possessed
insurance. Still, some providers and health plan representatives feared that more consumer-
based crowd out was occurring than appeared on the surface, either due to families dropping

their children’s coverage or lying about that coverage on the application form.

“Underinsurance is commonly used to describe the situation when one’s current coverage is
either very expensive or limited in scope.
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On the employer side, too, we heard little concern that employers were changing their
behavior in the aftermath of SCHIP s passage by either dropping or reducing their contributions
to dependent coverage. However one informant described having heard of employersin the Rio
Grande Valley who were no longer offering dependent coverage and/or were “encouraging” their
employees to seek coverage for their children under SCHIP.

Of notable interest, “literally thousands’ of families were reported to be qualifying for
coverage under the “10 percent of income” exemption because, as one advocate put it, “some
parents are paying through the nose for very limited private coverage.” Moreover, most
informants with whom we spoke felt that the exemption was “equitable and fair” and were not
overly concerned that letting these particular families drop their children’s coverage to enroll in
SCHIP might be construed as crowd out. The only contrary opinions were expressed by health
plan administrators who saw the exemption as “too liberal” and contributing to serious adverse
selection. State policymakers admitted that it was, indeed, possible that parents who were
motivated to purchase insurance for their children prior to SCHIP may be more likely to be those

whose children had obvious needs for care.
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VI. BENEFITSCOVERAGE

A. POLICY DEVELOPMENT

In 1997, just two years prior to the creation of TexCare, Texas implemented the Texas
Healthy Kids program, administered under the auspices of the newly-created Texas Healthy
Kids Corporation (THKC). Modeled after the Florida “Healthy Kids’ program, it was designed
as a“public/private partnership,” pooling funds to support health insurance coverage for children
living below 185 percent of poverty. The THKC, a private, not-for-profit entity, set out to raise
private and philanthropic donations to subsidize enrollee premiums, and received temporary state
f